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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’'m Deputy Director for the Department of Mines,
M neral s and Energy, and Chairman of the Gas and G| Board;
and I’11 ask the Board members to introduce themselves,

pl ease, starting wth M. King.

CLYDE KING dyde King from Abi ngdon, a public

menber.

MASON BRENT: Mason Brent from R chnond. [

represent the Gas and Q| Industry. Wo are you?
MAX LEWS: Max Lew s, and I'm a public member from
Buchanan County.

SANDY RI GGS: I'm Sandy Riggs with the Office of the

Attorney General, here to advise the Board.

RI CHARD G LLIAM: I’'m Richard Gilliam from Abingdon,

a coal industry representative.

BOB WLSON: I'm Bob Wilson. I’'m acting Director of

the Division of Gas and G|, and Principal Executive to the
staff.

BENNY WAMPLER: The first item on today’s agenda is

the petition from Equitable Production Conpany for pooling of
a coal bed nethane unit in the Nora Coal bed Gas Field

identified as VC-4256. This is docket nunber VGOB-00-01/18-
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0768. We’d ask the parties that wish to address the Board in
this matter to cone forward at this tine, please.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf on Equitable Production Conpany. CQur
W tnesses in this mtter will be M. Don Hall and Martin
Puskar .

BENNY WAMPLER: The record will show there are no

others. You may proceed.
JIMKISER: I’d ask that you swear the witnesses at
this time, please.

(Wtnesses are duly sworn.)

DON C. HALL

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, could you state your nane for the
record, who you're enployed by, and in what capacity?

A Don C. Hall. 1'menployed by Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the

land involved in the unit for VG 4256 and in the surroundi ng
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area?

A Yes, they do.

Q And are you famliar with Equitable's
application seeking a pooling order for Equitable well nunber

VC- 4256, which was dated Decenber 13, 19997

A | am
Q | s Equitable seeking to force pool the
drilling rights underlying the drilling and spacing unit as

depicted at Exhibit A of the application?

A Yes.

Q And has a permt been applied for this well?

A Yes, it has and it has been permtted.

Q And as you see the plat, the well is outside
the interior wndow. In that permt, you sought a variance

and that was approved, al so?

A That’s correct.

Q Ckay. Now, does the | ocation proposed fall
within the Board’s order for the Nora Coalbed Gas Field?

A Yes, it does.

Q And prior to filing of the application, were
efforts nmade to contact each of the respondents listed in
Exhibit Bin an attenpt to work out an agreenent regarding

t he devel opnent of the unit invol ved?
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A They were.

Q Does Equitable own drilling rights in the
unit involved here?

A Yes, we do.

Q What is the interest of Equitable in the gas

estate within the unit?

A We own 96. 75 percent of the gas in the unit.

Q And the interest of Equitable in the coa
estate?

A A 100...we have | eased 100 percent of that

of the coal

Q And is it accurate that the only unl eased
interest wwthin the gas or coal estate in this unit is a...is
3.25 percent of the gas estate which is held by the unknown
heirs of G W Smth, Jr.?

A That’s correct.

Q And were efforts nmade to determine if any
i ndi vi dual respondents were |iving or deceased or their
wher eabouts, and if deceased, were efforts nmade to determ ne
t he nanes and addresses and whereabouts of the successors to
any deceased respondent ?

A Yes, it was.

Q Were reasonable and diligent efforts nade,
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and sources checked to identify and | ocated any unknown
heirs, including primry sources such as deed records,
probate records, assessor’s records, treasurer’s records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
Wi thin the unit?

A It was.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?

A W are.
Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

Q Coul d you advise the Board as the what those
are?

A A five year...a $5 bonus, a five term and

one-ei ghth royalty.
Q Did you gain your famliarity by acquiring

oil and gas | eases, coal bed nethane | eases and ot her



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A Yes, | did.

Q I n your opinion, do the terns you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A It does.

Q Ckay. As to the respondents who have not
voluntarily agreed to | ease, do you recommend that any
unl eased respondents listed in Exhibit B be allowed the
follow ng options with respect to their ownership interest
within the unit - one, participation; twd, a cash bonus of $5
per net mneral acre plus a one-eighth of eight-eighths
royalty; three, in lieu of a cash bonus, a one-eighth of
ei ght-eighths royalty share in the operation of the well on a
carried bases as a carried operator under the follow ng
conditions: Such carried operator shall be entitled to the
share of production fromthe tracts pooled accruing to his
i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds

applicable to his share equal, (A - 300 percent of the share
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of such costs applicable to the interest of the carried
operator of a |eased tract or portion thereof; or (B) - 200
percent of the share of such costs applicable to the interest
of the carried operator of an unleased tract or portion

t her eof ?

A Yes.

Q Do you recommend that the order provide that
any el ections nade by a respondent be in witing to the
applicant at Equitable Production Conpany, P. O Box 1983,

Ki ngsport, Tennessee 37662-1983, Attention: Rita Mdothlin-
Barrett, Regulatory?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes, it should.

Q And do you reconmmend that the order provide
that if no witten elections is properly nade by a
respondent, then such respondent shall be deened to have
el ected cash royalty option in |ieu of participation?

A Yes.

Q And shoul d any unl eased respondents be given

thirty days fromthe date of the recording of the Board order
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to file witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given forty-five days to pay the
applicant for the respondent’s proportionate share of well
costs?

A Yes.

Q Does the applicant expect the party electing
to participate to pay in advance that party’s share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and
thereafter, annually on that date, until production is
achieved to pay or tender any cash bonus becom ng due under
t he order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate, but fails to pay
their proportionate share of well costs satisfactory to the
applicant for paynent of such costs, then respondents
el ection to participate should be treated as havi ng been

w t hdrawn and void and such respondent should be treated | ust
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as if noinitial election had ever been filed under the force
pooling order, in other words, deened to be | eased?

A Yes.

Q Do you reconmend that the force order
provi de that where a respondent elects to participate, but
defaults in regard to the paynent of well costs, any cash sum
becom ng payable to such respondent be paid within sixty days
after the | ast date on which such respondent coul d have paid,
or made satisfactory arrangenents for the paynent of said
wel | costs?

A Yes.

Q Do you recommend that the order provide that
if a respondent refuses to accept any paynent due, i ncluding
any paynent due under the order or any paynent of royalty or
cash bonus were said paynent cannot be paid to a party for
any reason, or there’s a title defect in respondents
interest, or in the event of conflicting clains to the
coal bed net hane, that the operator pay into an escrow account
created by this Board all costs or proceeds attributable to
this interest or conflicting interest where it shall be held
for the respondent’s benefit until such funds can be paid to
party by order of the Board or until the title defect or

conflicting claim is resolved to operator’s satisfaction?

10
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A Yes.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e. .. Equi t abl e Producti on Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: M. W/ son, the gentlenen that cane

in, were they for this---?
(M. WIlson indicates negatively.)

BENNY WAMPLER: Not for this one. GCkay. | just

wanted to make sure on that. Any questions from nenbers of
the Board of this w tness?

SANDRA RI GGS: Do you have the permt nunber?

DON C. HALL: Pardon?

SANDRA RI GGS: The permt nunber. It has been

i ssued, you said.

DON C. HALL: No, I don’t have that with me.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

havi ng been duly sworn, was exam ned and testified as

11
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foll ows:

QUESTI ONS BY MR KI SER

Q M. Puskar, if you would state your nane for

t he Board, who you are enployed by and in what capacity?

A My nane is Martin Puskar. |'m enployed by
Equitable Production Company. I’m a engineer.
Q And you’ve previously testified before the

Virginia Gas and G| Board and your qualifications as an
expert witness in engineering and operations have been
accepted by the Board?

A Yes.

Q And do your responsibilities include the
land involved in the unit for VC 4256 and in the surroundi ng
area?

A Yes.

Q And are you famliar with the application
and proposed plan of exploration and devel opnent ?

A Yes.

Q What is the total depth of the proposed well
under the applicant’s plan of development?

A Total depth is 1,963 feet.

Q And will this be sufficient to penetrate and

test the conmmon sources of supply in the subject formations?

12
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Yes.
Q What are the estimated reserves underlying
this unit?
A The reserves for this well are estimted at

400, 000, 000 cubic feet.

Q Now, are you famliar with the well costs
for the proposed well under the plan of devel opnent?

A Yes, | am

Q Has an AFE been revi ewed, signed and
submtted to the Board with the application as Exhibit C?

A Yes, it has.

Q And was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs for the
wel | under plan of devel opnent ?

A Yes, it does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs?

A The dry hole costs are $93,619 and the

13
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conpl eted well costs $185, 900.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does the AFE include a reasonable charge for
supervi si on?

A Yes, it does.

Q I n your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this chairnman at
this time, M...l nmean, this wtness at this tinme, M.
Chai r man.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you fol ks have anything? Do you

have anythi ng---7?
JIM KI SER: We’d ask that the application be
approved as submtted.

CLYDE KI NG: What’s the amount of years of

14
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production, do you think?

MARTI N PUSKAR: Oh, we’ve...we estimate reserves

over probably a thirty year life. Production from CBM has
been relatively new and the future length is not known yet.

DON C. HALL: Though we have sone wells that have

been producing for like twelve years now.

MARTI N PUSKAR: Yeah, it’s...yeah, we’ve been over

twel ve years and still going strong, so---.
JIM KI SER  CBM wi se.

CLYDE KING | nove that we approve, M. Chairnman.

BENNY WAMPLER: | have a notion to approve.

MASON BRENT: | second.

BENNY WAMPLER. Seconded. Any further discussions?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers indicate in the affirmative.)

BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition for Equitable Production Conpany for
pooling a coal bed nethane unit in the Nora Coal bed Gas Field
identified as VC-4360. This is docket nunber VGOB-00-02/15-

0769. We’d ask the parties that wish to address the board in

15
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this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
Production Conpany. Qur wi tnesses once again in this matter
will be M. Hall and M. Puskar.

BENNY WAMPLER: Bob, which one are they here for, so

I711---7?

BOB WLSON: One of the Flat Gap.

BENNY WAMPLER: Do you know which item nunber? 1Is

it four or---?

BOB W LSON: No. One of the final two itens.

BENNY WAMPLER. Ckay. Al right. The record wll

show there are no others. You may proceed.

16
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DON C. HALL

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, could you again state your nane
for the Board, who you’re employed by, and in what capacity?

A Don C. Hall. |'menployed by Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes, it does.

Q And are you famliar with Equitable's
application seeking of pooling order for EPC well nunber VC

4360, which was dated January 14, 20007

A Yes, | am
Q | s Equitable seeking to force pool the
drilling rights underlying the drilling and spacing unit as

depicted at Exhibit A to the application?

A Yes.

Q And does the proposed |ocation for well
nunber VG- 4360 fall within the Board’s order for the Nora

Coal bed Gas Fi el d?

17
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A It does.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents listed in
Exhibit B and an effort nade to work out an agreenent
regardi ng the devel opnent of the unit?

A Yes, it was.

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q What is the interest of Equitable in the gas

estate within the unit?

A W own 99...or we have | eased 99.73 percent.

Q And the coal estate?

A We have the sanme, 99.73 percent.

Q Are all the unleased parties set out at
Exhi bit B?

A They are.

Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?
A Yes.
Q What is the interest in both the gas and

coal estate that is unleased to Equitable?

18



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A .27 percent.

Q 0. 27 percent?

A Yes.

Q And are the addresses set out in Exhibit B

to the application the [ ast known addresses for the
respondent s?

A They are.

Q Are you requesting the Board to force poo

an unl eased interest listed at Exhibit B?

A Yes, we are.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

Q Coul d you...could you agai n advi se the Board

as the what those are?

A A $5 bonus, a five year term and one-eighth

royalty.

Q I n your professional opinion, do the terns
you have testified to represent the fair nmarket value of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

19
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MR Kl SER: M. Chairman, at this time, I’d ask
that the testinony that we just took in VGOB docket nunber
00-01/18-0768 regarding the el ection options afforded any
force pooled parties and their various tine periods and
obl i gati ons under those el ection options be incorporated into
thi s hearing.

BENNY WAMPLER: They’11 be incorporated.

Q We don’t have any conflicting complainants,

do we? Who shoul d be naned operator under any force pooling

order?

A Equi t abl e Producti on Conpany.

MR, KISER. Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Has this well been permtted?

DON C. HALL: Just a second. It’s...the application
is in now. It hasn’t been permitted yet.

BENNY WAMPLER: Ckay.

MASON BRENT: Can you tell ne anything about this
grave site that shows on this plat?

DON C. HALL: No, not really. It looks like it’s

probably about 300 feet from the well based on where it’s
| ocated here. But it was...as | recall, it was a single

grave site that we...that was discovered in the process of

20
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surveying this and we just, you know, got far enough away
fromit to not disturb

JIMKISER: So, it’s not a family cemetery or
anything like that?

DON C. HALL: No, it was just a single grave site as

| recall.

MASON BRENT: Does it look like it’s ever

frequent ed?

DON C. HALL: | think it was one of those deal s

where you just stunble over a headstone in the woods and not
cenetery conditions or anything.

CLYDE KING Not any roads close by or paths or

anyt hi ng?

DON C. HALL: No.

BENNY WAMPLER. Ot her questions of this wtness?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Puskar, could you again state your nane

21
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for the Board and who you’re employed by, and in what

capacity?

A I’m Martin Puskar. I’'m employed by
Equitable Production Company. I’m an engineer.

Q And do your responsibilities include the

| and i nvol ved here and in the surrounding area?

A Yes.

Q Are you famliar with the application that
was filed and the proposed plan of devel opnent for this unit?

A Yes, | am

Q What is the total depth of the proposed well
under the applicant’s plan of development?

A The total depth is 2,088 feet.

Q And this will be sufficient to penetrate and
test the conmmopn sources as supplied in the subject

formati ons?

A Yes.

Q What are the estimated reserves underlying
unit?

A 400, 000, 000 cubic feet.

Q Now, are you famliar with the well costs

for the proposed well under the plan of devel opnent?

A. Yes, | am

22
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Q And has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto this application?

A Yes, it has.

Q Was this AFE prepared by an engi neeri ng
department know edgeable in the preparation of AFEs and in
particul arly knowl edgeable in regard to well costs in this
particul ar area?

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes, it does.

Q Coul d you state for the Board at this tine
what the dry hole costs and the conpleted well costs are for
VC- 43607

A The dry hole costs are $97,582 and the
conpleted well costs are estimated at $186, 000.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A. Yes, it does.

23
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Q I n your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Mr. Puskar, we’ve had a lot of

experience now... M. Hall nentioned twelve years of drilling
coalbed methane wells and we’ve had testimony about the AFEs
before. How accurate do you feel we are now? Does your
conpany update these AFEs based on your actual experience and
how accurate are you typically with your estinmated costs
versus your actual costs?

MARTI N PUSKAR: Yeah, we do our best trying to use

as current nunbers and estimates as possible for, you know,
all the...I'm going to say variable type things as far as the
cenenting services and all of those kind of things. A lot of
them are based off of nobst recent past history of what it has
cost us to do things as far as, you know, building |ocations
and those kind of things. So, it...you know, we try to kind
of keep track of that as we go along to nake sure that, you

know, what we are putting down is relatively close to what it

24
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shoul d be, or at |east what we hope it should be. As far as,
you know, plus or minus probably within 5 to 10 percent
overall. You know, you never know what you’re going to run
into in each individual case, but typically I’'d say we’re
probably within that 5 to 10 percent range.

JIMKISER: So, it’s safe to safe that these AFEs
reflect what your actual costs have been on previously
drilled Nora wells?

MARTI N PUSKAR: Yes. Yeabh.

JIM KI SER  They al ways seemto run between a 180
and 190.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be
approved as submtted, M. Chairnman.

MASON BRENT: | nobve that we approve the

application, M. Chairnman.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?
MAX LEWS: | second.

BENNY WAMPLER. Motion and second. Any further

25
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di scussi ons?
(No audi bl e response.)

BENNY WAMPLER. All in favor, signify by saying yes.

(Al'l menbers indicate in the affirmative.)

BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval

The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for pooling a conventional gas
unit identified as V-4358, docket nunber VGOB-00-02/15-0770.
We’d ask the parties that wish to address the board in this
matter to cone forward at this tine.

BOB WLSON: These people are here to observe. They

are not wanting to speak.

BENNY WAMPLER: Ckay.

JIM KI SER: Are they...are you in this unit? 1I’ve
got a revised AFE that | need to hand out to everybody.

BENNY WAMPLER: Just be aware at any point in tine

that we’re asking if there’s any questions of these

W t nesses, if you have questions, please feel free to ask the
questions and we’ll try to make sure that we get...get your
guestions answered, if you have any.

(M. Kiser hands out a revised exhibit.)
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JIMKISER M. Chairman, JimKiser on behal f of
Equi t abl e Producti on Conpany. Qur w tnesses again are M.
Hall| and M. Puskar. W do have a revised Exhibit C, which
is the AFE. There’s five areas that have changed. |If
we...if it’s okay with you, we’ll wait until we get to Mr.

Puskar’s testimony---.

BENNY WAMPLER: That’s fine.

JIMKISER ---and I’'11 point those out for you and
| think the...when you | ook at the plat, the reasons wll be

sonewhat self explanatory, but we’ll go through that.
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DON C. HALL

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, would you agai n pl ease state your
name for the Board, who you’re employed by, and in what
capacity?

A Don C. Hall. |'menployed by Equitable
Production Conpany as District Landman.

Q And your responsibilities do include the

| and involved...underlying the unit for V-4358?

A Yes, they do.
Q And are you famliar with Equitable's
application for the establishnent of a drilling unit and

seeking of a pooling order for EPC well nunber V-4358, which
was dated January 14, 20007?

A Yes, | am

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents listed in

Exhibit Bin an attenpt to work out an agreenent regarding
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t he devel opnent of the unit?

A There was.

Q VWhat is the interest of Equitable within the
unit?

A We have 97.28 percent of the unit under
| ease.

Q And are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what percentage of the gas estate
remai ns unl eased at this tine?

A 2. 72 percent.

Q And subsequent to the filing of the
application, have you continued to attenpt to reach an
agreenent with any of the unl eased respondents listed in
Exhi bit B?

A Yes.

Q And as a result of these efforts, you’ve not
been able to acquire any additional |eases?

A No.

Q Ckay. So, all of the unleased parties are

set out in Exhibit B to the application?

29



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A Yes.

Q Okay. And were reasonable and diligent
efforts...we do have sone unknown heirs in Tract Seven. Wre
reasonable and diligent efforts made and sources checked to
identify and | ocate these unknown heirs including primry
sources such as deed records, probate records, assessor’s
records, treasurer’s records and secondary sources such as
tel ephone directories, city directories, famly and friends?

A They were.

Q And in your professional opinion, was due

diligence exercised to | ocate each of the respondents naned

herei n?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the

respondent s?
A Yes, they are.
Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?

A Ve are.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?
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Yes, | am
Q Coul d you advise the Board as the what those
are?
A A $5 bonus, a five year term and one-ei ghth
royalty.
Q I n your opinion, do these terns you have

testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
wWithin this unit?

A They do.

MR KISER: Mr. Chairman, at this time, we’d once
again ask that, unless our guests want ne to go through them
again, if they do, I’'1ll be glad to, but we’d ask that the
testinony regarding the election options afforded the
unl eased parties and their obligations and tinme frames into
whi ch to make those el ections that were...that was taken in
our first hearing today, VGOB docket nunber 00-01/18-0768
again be incorporated into the testinony here.

BENNY WAMPLER: |s there any obj ections?

(No audi bl e response.)

BENNY WAMPLER: Hearing no objections, they are

bei ng i ncor por at ed.

Q Ckay. M. Hall, being that we do have sone
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1 unknown heirs listed as royalty interest owners in Tract

2 Seven, does the Board need to create an escrow account for

3 the respondent’s benefit?

4 A Yes, they do.

5 Q kay. And who shoul d be naned the operator

6 under any force pooling order?

7 A Equi t abl e Producti on Conpany.

8 JIMKISER Nothing further of this witness at this
9 time, M. Chairnman.

10 BENNY WAMPLER: Can you tell us a little about

11 this...you talked about Tract Seven. It’s Tract Six and

12 Seven, isn’t it?

13 JIMKISER: Oh, it is. I’'m sorry.

14 DON C. HALL: Yes.

15 JIMKISER: It’s my mistake. I didn’t see it.

16 DON C. HALL: Yeah, it’s (inaudible).

17 JIMKISER Well, the unleased interests are Six and
18 Seven, but the unknown heirs are only in Seven. That’s what

19 I was talking about. I’'m sorry.

20 BENNY WAMPLER: Okay. Okay. All right. That'’s

21 okay. The well is on the Virginia side? We’re on---.

22 JIM KI'SER Ri ght.
23 DON C. HALL: Right.
24
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JIMKISER: The well bore is in Virginia. We’re not

force pooling our...all of the Kentucky interest are under

| ease.

BENNY WAMPLER: Questions of this wtness by nenbers

of the Board?

MASON BRENT: How does that work with regard to

of fset from another well that may

be on the Kentucky side?

DON C. HALL: Well, I'm not real familiar with

Kentucky law, but |I think they had a 500 foot set back

i nstead of the 1250. But we have this under | ease here and

it’s in part of this unit. So, it’s held by production and

then they couldn’t drill...they’1ll have to be 500 feet from

what we’ve got there.

BENNY WAMPLER: Any ot her

(No audi bl e response.)

BENNY WAMPLER: Cal | your

questions?

next w tness.

MARTI N PUSKAR

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Puskar, again state your nane for the

Board and who you’re employed by,
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A I'm Martin Puskar. I’'m an engineer with
Equi t abl e Producti on Conpany.

Q And do your responsibilities include the
| and underlying the unit for V-4358?

A Yes.

Q And you’re familiar with the plan of
devel opnment for this well?

A Yes, | am

Q What is the total depth of the proposed well
under the plan of devel opnent?

A 4,500 feet.

Q And will this be sufficient to penetrate and
test the conmon sources as supplied in the subject
formati ons?

A Yes, it will.

Q Now, is the applicant requesting the Board
to force pool conventional gas reserves not only to include
t he designated formations, but any fornmations, excluding coa
formati ons, which may be between those formations desi gnated
fromthe surface to the total depth drilled?

A Yes.

Q What are the estinmated reserves underlying

this unit?
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A Reserves we’ve estimated at 550,000,000
cubic feet.

Q And are you famliar with the well costs for
t he proposed well under the plan of devel opnent?

A Yes, | am

Q And has a revi sed AFE been revi ewed, signed
and submtted to the Board?

A Yes.

Q Was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q Does this AFE, in your opinion, represent a
reasonabl e estimate of the well costs for this well under the
pl an of devel opnent ?

A Yes, it does.

Q Ckay, now, M. Puskar, is it true that the
original AFE, the concluded well cost figure was $250, 040. 15?

A Yes.

Q And the revised AFE shows a conpl eted wel |
cost figure of $276, 8157

A Yes.

Q And if the Board will pull out their two
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AFEs, and we’ll explain to you where that cost has increased?
W11 give you a minute to do that.

(Pause.)

Q Has there been any change in the dry hole
costs, M. Puskar?

A I don’t have the old...yeah, the dry hole
cost does change and that’s probably where the majority of
the costs are comng from Because of the nunmber of tracts,
we had a lot nore curative title work that needed to be done.

JIMKISER: If you’ll go to page one and go under
the IDC, the intangible drilling costs, if you’ll go down,
one, two, three, four, five categories to curative in title,
that figure has gone from $0 to $23,000. That’s because of
the | arge nunber of tracts in the unit.

DON C. HALL: Twenty-six tracts in the unit.

JI' M KI SER: Twenty-six tracts.

MASON BRENT: Wouldn’t...wouldn’t that have been

anti ci pated?

JIMKISER | think what happened was that they
didn’t realize that they didn’t have title on the Kentucky
tracts and that’s where that figure is coming from. The

Virginia tracts were titled, but the Kentucky tracts weren'’t.

MARTI N PUSKAR: And with that nunber of tracts and
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everything, the survey costs have gone up and the surveying
costs and the preparation of the plat with that many nunber
of tracts.

JIMKI SER That went up $3,200 from $6, 500 and
$9, 700.

MARTI N PUSKAR: Un- huh.

JIMKISER The permt and bond costs went froma
$1, 000 to $1, 200.
MARTI N PUSKAR:  Unh- huh

JIM KI SER Surface danages went from $7,500 to
$8,500, and then the fifth change was actually a decrease
over on page two.

MARTI N PUSKAR: Ri ght.

JIM KI SER Where the right-of-way costs went from
$6, 000 to $5, 000.
MARTI N PUSKAR: $5, 000 to $4, 000.

JIM KI SER $5, 000 to $4,000. Excuse ne. Gving us
our new figures, revised figures of dry hole costs of
$151, 865 and conpleted well costs of $276, 815.

BENNY WAMPLER: Wbul d you have M. Puskar to testify

to that just for the record?
JIMKISER: I'm sorry.

Q M. Puskar, could you please state both the
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dry hole costs and conpleted well costs as exhibited in our
Revi sed Exhibit C?

A Yes, the dry hole costs are $151, 865 and the
conpl eted well costs are $276, 815.

JIM KISER  Have you got any questions?

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER A coupl e nore gquestions.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q And does the AFE include a reasonabl e charge
for supervision?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conversation, the prevention of waste, and the protection of
correlative rights?

A Yes.

Q No further questions of this witness at this

time, M. Chairman?
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BENNY WAMPLER: Any questions from nenbers of the
Boar d?

MAX LEW S: Yeah, you have...on Benjanin and Patsy
Hamilton, you don’t have that whether it’s leased or
unl eased. Ruby Head and Kiser heirs, Kenser heirs. You
don’t have it whether it’s leased or unleased.

JIMKISER: T think you’re looking at the mineral
i nterest sheet which is sonething that we did for the plat.
If you’ll look at Exhibit B, that information is on there.

MAX LEW S: Yeah.

JIM KI SER Go back one nore...one nore...go back to
Exhi bit B.

MAX LEW S: Wel | .

JIM KI SER  There you go.

CLYDE KI NG: You’ve got one that’s unable to locate

t hei r address?
JIMKISER Right. Only one set of unknown heirs.
MAX LEW S: Yeah, | see that.
DON C. HALL: One interest.

JIM KI SER. See what...Mux, what we do on...when we

have a real busy plat like this, we’ll attach like an
i nformati onal sheet behind the plat and then the actua

Exhibit B that sets out the interest and their status wl|
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al ways be in Exhibit B.

MAX LEW S: Uh- huh.

JIMKISER: So, it’s just an additional piece of
information that you were looking at. It does not show the
status. It gives you sonething to...in addition to match up
with the plat.

MAX LEW S: Yeah, | see it.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: Mr. Chairman, we’d ask that the
application be approved as submtted.

BENNY WAMPLER: Di d you gentl| enen have any questions

or any---7?
(No audi bl e response)

BENNY WAMPLER: |s there a notion to approve?

MASON BRENT: So nopved.

BENNY WAMPLER: |Is there a second?

CLYDE KING | second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.
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(Al'l nmenbers indicate in the affirmative.)

BENNY WAMPLER (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval .

The final itemon the agenda is a petition from
Equi t abl e Producti on Conpany for pooling a conventional gas
unit identified as V-4285. This is docket nunber VGOB-00-
02/ 15-0771. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
Equi t abl e Producti on Conpany. Again, our witnesses will be
M. Hall and M. Puskar.

BENNY WAMPLER: The record will show there are no

others. You may proceed.
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DON C. HALL

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again state your nane for the
Board, who you’re employed by, and in what capacity.

A Don C. Hall. |'menployed by Equitable
Production as District Landman.

Q And do your responsibilities include the

| and underlying the unit for V-4285 and the surroundi ng area?

A Yes, they do.
Q And are you famliar with Equitable's
application for the establishnent of a drilling unit and

seeking of a pooling order for Equitable well nunber
V- 4285, which was dated January 14, 2000?

A Yes, | am

Q Does Equitable own drilling rights in the
unit involved here?

A Ve do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents listed in an
attenpt to work out an agreenent regarding the devel opnent of

the unit nade?
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Yes, there was.
Q And what is the interest of Equitable in the

gas estate within the unit?

A VW own 79...we have under |ease 79.82
per cent .

Q Ckay. And are you famliar with the
ownership of drilling rights of parties other than Equitable

underlying this unit?

A Yes, | am

Q And what percentage is that?

A There’s 20.18 percent unleased.

Q Now, are all of the unleased parties set out
in Exhibit B?

A Yes, they are.

Q And we do have some unknown heirs included

here. Were diligent and reasonable efforts made and sources
checked to identify and | ocate these unknown heirs including
primary sources such as deed records, probate records,
assessor’s records, treasurer’s records and secondary sources
such as tel ephone directories, city directories, famly and
friends?

Yes, they were.

Q I n your professional opinion, was due
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diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes, it was.

Q And are the addresses set out in Exhibit B
to the application the [ ast known addresses for the

respondent s?

A There is no address. W have no address for
t he---.

Q No, no, no. For the other respondents?

A Ch, yes. Yes, they are.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?

A Yes, we are.

Q Whi ch is the unknown heirs of J. E Engl and,
Jr.?

A That’s correct.

Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

Q Coul d you agai n advise the Board as to what
t hose are?

A A $5 an acre bonus, a five year term and
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one-eighth royalty.

Q I n your opinion, do these terns you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

MR KISER. M. Chairmen, I'd again ask that the
testinmony regarding the elections afforded these unknown
heirs should we ever find them be...that was previously taken
in VGOB-00-01/18-0768 be incorporated into this hearing.

BENNY WAMPLER: It will be incorporated.

Q And M Hall, once again, given the fact that
we’ve got the unknown J. E. England, Jr. heirs, does the
Board need to establish an escrow account into which
their...any noney due to them under the order would be paid?

A They do.

Q And who shoul d be naned t he operator under
t he order?

A Equi t abl e Producti on Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER. M. Hall, could you explain the plat

to us? This oneis alittle different. The last time w
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showed Kentucky and this tinme we show. ..an unusual |ine that

follows the state line.

DON C. HALL: W anticipated that question.

JIM KI SER  Darn

DON C. HALL: The tract on the Kentucky side is a
Bureau of Land Management tract and we’ve...we’ve made
efforts to have it put on the list for option and they’re
not...they have no plans to put it on the lIist and that
we...it’s not going to be put up for lease. So, we...we
stopped our unit at the state |line.

JIM KI SER: And you’ve...is it...is it accurate that
you’ve attempted for two years to get that tract placed on
the option list?

DON C. HALL: Yes.

BENNY WAMPLER: Were they noticed of the hearing?

JIM KI SER: No, that wasn’t...that wouldn’t be
required to be under the statute.

CLYDE KING Is the well being drilled on the

unl eased Engl and property?

DON C. HALL: Well, actually the surface owner is

Morgan and Betty and Cecil Bolling where the well is being
drilled. The England...the unknown England heirs just own a

undi vided two-fifths interest underlying the...of the m nera
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underlying that surface. But the well is actually on the
Bolling party’s property who we have leased.

CLYDE KING Did | see here where 20 percent of the-

JIM KISER 20 percent of the acreage within the
unit.

CLYDE KI NG: Right. That’s a pretty good high of

percentage, isn’t it?
JIMKISER Well, for us it is. For other operators
it’s not.

CLYDE KI NG Yeah.

JIMKISER | nmean, by statute, we only have to have
25 percent under |ease, so---.

DON C. HALL: And our unit is smaller than normal,

t oo---.
JIM KISER R ght.

DON C. HALL: ---which increases the percentage.

Q And, M. Hall, is the location as it has
been submtted in this application, the | egal |ocation under
Virginia |l aw?

A Yes, it is.

BENNY WAMPLER: Any ot her questions of this w tness?

(No audi bl e response.)
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BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

havi ng been duly sworn, exam ned and testified as follows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q M. Puskar, could you state your nanme for
the Board and who you’re employed by, and in what capacity?

A I’'m Martin Puskar with Equitable Production
Company and I'm an engineer.

Q And you’re familiar with the land involved
here and in the surroundi ng area?

A Yes.

Q Now, are you famliar also with the proposed
pl an of devel opnent for this well?

A Yes.

Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A The total depth, sir, is 4,500 feet.

Q And will this be sufficient to penetrate and
test the conmmon sources as supplied in the subject formation?

A Yes.

Q Is...is the applicant requesting the Board
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to force pool conventional gas reserves, not only to include
t he designated formations, but any other formations,
excl uding coal formations, which may be between those
formati ons designated fromthe surface to the total depth
drilled?

Yes.

Q And what are the estinated reserves
underlying this unit?

A 550, 000, 000 cubic feet.

Q And are you famliar with the well costs for
this unit...for this well under the applicant’s plan of
devel opnent ?

A Yes, | am

Q And has a revi sed AFE been revi ewed, signed
and submtted to the Board as Exhibit Cto the application?

A Yes.

Q And was this AFE prepared by an engi neering
depart nent know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q Does this AFE, in your professional opinion
represent a reasonable estimate of the well costs for the

wel | under the plan of devel opnent?
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A Yes.

Q Coul d you state for the Board at this tine
both the dry hole costs and conplete well costs for
V- 42857

A Yes, the dry hole costs are $138, 365 and the
conpl eted well costs are $266, 815.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q And does an AFE...does your AFE include a
reasonabl e charge for supervision?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conversation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER  Nothing further questions of this
witness at this tinme, M. Chairmn?

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER. Goi ng back to M. Hall. How do you
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plan to allocate production fromthis well given the...given

the fact that it is right on the Virginia---?

DON C. HALL: As it’s shown on the plat...the

percent ages of interest are shown on the plat and

that’s...we’ll allocate it based on those percentages.

BENNY WAMPLER: W | that be a 100 percent of the

production?

DON C. HALL: Yes.

BENNY WAMPLER: Ckay. Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be

approved as submtted, M. Chairnman.

BENNY WAMPLER: |s there a notion to approve?

MASON BRENT: | nobve that we approve.

CLYDE KING | second.

BENNY WAMPLER. Motion and second. Any further

di scussi on?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers indicate in the affirmative.)

BENNY WAMPLER: Opposed,

(No audi bl e response.)
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BENNY WAMPLER: You have approval. Thank you.

JI M KI SER  Thank you, M. Chairman.

CLYDE KI NG: Mr. Chairman, can I go back? I’'m sorry

that I didn’t bring this up, but we didn’t mention the fact
there was a grave site. If | renenber correctly, just a few
nmont hs ago, we had a real tine with that. |Is it possible to
fence that off and...because you’re going to be...how...you
said it’s 400 feet from the grave to the well?

DON C. HALL: It’s something like. Which well are

you tal ki ng about ?
JIMKISER: It’s 4360.

CLYDE KI NG: Okay. That’s on number...number two.

Because we never know who’s going to come back and say, well,
t hat shoul d have been protected even though they----.

DON C. HALL: Yeah, we can | ook at fencing that.

We’ll take a look at it. Let’s see, that would be on---.
JIM KI SER Just put sonething around it.
DON C. HALL: Yeah. Yeah.

JIM KI SER. Whose surface is that on?

DON C. HALL: It’s Breeding.

JIM KI SER Ckay.
CLYDE KI NG Yeah.

DON C. HALL: The Breeding surface. Yeah, we’ll
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take a | ook at that.

CLYDE KI NG Ckay.

BOB WLSON: M. Chairman, | mght point out that if

this occurs...if this grave site occurs wwthin the permtted
area, then they would be required to take certain steps to
protect that and not disturb it. However, if it occurs
outside of any area that they’re going to disturb, then we
have no actual jurisdiction over it.

BENNY WAMPLER: So, in other words, if they’re going

to disturb any area close to that, covered under the
regulation, it’s going to be covered by permit anyway?

BOB W LSON: Yes.

BENNY WAMPLER: Ckay.

MASON BRENT: They can’t...I mean, they can’t fence

it without the surface owners’ approval.

BENNY WAMPLER: Ri ght .

DON C. HALL: That’s the reason I didn’t commit. I

just said we’ll take a look at it because I'm not sure what
they’1l1l want---.

BENNY WAMPLER: Yeah.

JI M KI SER: Chances are they probably don’t even
know it’s there.

DON C. HALL: Yeah, I'm pretty sure they don’t.
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JIMKISER Can | ask a question, M. Chairnman?

BENNY WAMPLER: Yes.

JIMKISER Are we going to neet here now every
month? |s this our permanent place?

BENNY WAMPLER: That’s why I asked Mr. Wilson to

talk to us. He’s trying to...trying to line something up to
that effect. But we’ll---.

JIMKI SER This is a pretty nice room here.

BENNY WAMPLER: The questi on we had out here was, we

had rooms, as you know, that wasn’t...not acceptable and Bob
has been trying to line out a roomthat would be...that we
could count on and I’'11 let you speak to that.

BOB WLSON: W are...we will be here next nonth.

W had to conmt that far ahead to get this room Again,
it’s on the third Tuesday of next month. It will be the 21st
and we’d like to get some opinions of the Board---.

BENNY WAMPLER: We just didn’t commit for the Board.

We said, you know, if we...he thinks that he can get this
booked for the year, if that’s...if the Board...if this is
acceptable to the Board.

CLYDE KING: I think that’s great.

MAX LEWS: This sane room here?
BENNY WAMPLER: Yeabh.
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MAX LEWS: It sounds great.

BENNY WAMPLER: Okay. Then that’s what we’ll do.

We’ll move to do that then and just hold the meetings here

and- - -.

CLYDE KI NG: We’ve got plenty of room.

MASON BRENT: That’s five more miles to my trip.

RI CHARD G LLI AM (I naudi bl e).

BENNY WAMPLER: Bl ess your heart.

BOB WLSON: | mght add that---.

CLYDE KING: That’s interstate miles.

JIM KI SER: That’s a further drive for you, shorter
for nmne.

BOB W LSON: ---the road to the 4-H center is

being...they’re redoing the intersection down at the other
end of town. It’s going to be a mess for about two years
down here. So, this maybe a little bit of---.

CLYDE KI NG: That’s one of those areas you want to

stay away from

MASON BRENT: | think this is a great facility here.

BENNY WAMPLER: We’1ll work...we’ll work to keep this

roomthen. Thank you very much. That concludes today’s

heari ng.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, SONYA M CHELLE BROWN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by me on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 24th day
of February, 2000.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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